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OF DECISION 06-12-038

I.
INTRODUCTION

Pursuant to Rule 14.3 of the California Public Utilities Commission’s (Commission) Rules of
Practice and Procedure, Southern California Edison Company (SCE) comments on Administrative
Law Judge (ALJ) Malcolm’s proposed decision, Opinion Granting Petitions to Modify Decision 06-
12-038 to Delay Competitive Bid Process for Low Income Energy Efficiency Programs and to Make
Minor Corrections and Modifications to Decision 06-12-038, mailed on May 8, 2007 (the Proposed
Decision or PD).

SCE agrees with the PD’s approval of SCE’s requests to correct its CARE and Low Income
Energy Efficiency (LIEE) budgets and for separate ratemaking treatment of the Cool Center program.

SCE disagrees, however, with the PD’s treatment of Ordering Paragraph (OP) 6 of Decision (D.)06-



12-038. The PD declines to modify OP 6 as requested by SCE, Southern California Gas Company
and San Diego Gas & Electric Company.! Although the PD attempts to clarify OP 6, SCE believes
that it only further confuses the issue and appears to endorse an unprecedented and unwarranted
Energy Division pre-approval process that will undoubtedly delay the implementation of SCE’s (and
the other IOU’s) low income programs, and thereby impede SCE’s ability to provide low income
customers with much-needed assistance. SCE does not believe this was the Commission’s intended
result. Accordingly, SCE respectfully requests that the Commission modify OP 6 consistent with the
text of D.06-12-038 and limit the Energy Division Director’s prior review and written approval of
requests for proposals (RFPs) and associated contracts and reports to measurement and evaluation
(M&E) studies of the LIEE and CARE programs, as follows:

SCE, PG&E, SoCalGas and SDG&E shall receive written approval
from the Commission’s Energy Division Director or his designee prior
to issuing any request for proposal, awarding any contract to any
consultant or issuing any report for measurement and evaluation
studies for LIEE or CARE programs.

II.

ORDERING PARAGRAPH 6 SHOULD BE MODIFIED TO LIMIT ENERGY DIVISION

DIRECTOR REVIEW AND WRITTEN APPROVAL TO MEASUREMENT AND

EVALUATION STUDIES ONLY

A. The Record Does Not Support Prior Energy Division Approval for All Requests for

Proposals, Contracts and Reports Related in Any Way to CARE or LIEE

Although the PD attempts to clarify OP 6, it is still unclear which RFPs, contracts and/or
reports the Commission wishes the Energy Division to review and approve. The PD calls out M&E
and LIEE program administration as the program elements that now require prior Energy Division

review and written approval; but goes further to state that Energy Division approval is required

1 See SCE’s Petition for Modification of Decision 06-12-038, filed March 30, 2007, pp. 7-9; San Diego Gas & Electric
Company and Southern California Gas Company’s Joint Petition for Modification of Decision 06-12-038, filed
February 20, 2007, pp. 3-4.



“before issuing an RFP or signing an associated contract of any kind related to LIEE or CARE
programs.”? Certainly, this is a much larger scope that just M&E and LIEE program administration.
Aside from this lack of clarity, neither the text of D.06-12-038 nor the record in this matter supports
the now broad scope of Energy Division oversight that the PD appears to endorse.

The substance of this Energy Division written approval process is addressed in no other place

in D.06-12-038, except within the discussion of measurement and evaluation (M&E) studies:

In our consideration of utility program studies, we have a
responsibility to assure funds are spent according to policy objectives
and priorities. We are not convinced that giving the utilities complete
discretion in this area is optimal in this regard. Currently, Commission
staff, rather than the utilities, is responsible to oversee the evaluation
and measurement studies for utility energy efficiency programs except
those for low income customers. We adopted this policy in order to
eliminate any conflict or perception of conflict which occurs when a
utility is responsible to evaluate its own performance. The only reason
not to extend this practice and policy to low income energy efficiency
programs is practical: the Commission staff may not have the
resources to tackle all of the studies at this time. Nevertheless, we state
our commitment here to assuring the contracts are fairly solicited and
the studies are both needed and competently performed. To that end,
we direct the utilities to receive approval in writing by the Energy
Division Director or his designee before issuing a request for proposal
which approves the process and specifications of the request and also
before signing a contract. This process would apply to any and all
studies for the CARE and LIEE programs.?

The PD does not deny that this is the only substantive discussion of the new Energy Division
review and approval process requirement. The PD states that “Section II.H. of D.06-12-038 requires
the utilities to receive Energy Division’s approval before issuing requests for proposal and before
signing contracts” and the decision “clearly so states.” Section II.H. is entitled “Evaluation and
Measurement of Program Results and Processes” and relates to only that.

Accordingly, the Commission should necessarily modify OP 6 to be consistent with the

record. SCE proposes the following language:

Proposed Decision, Findings of Fact 4 (emphasis added).

D.06-12-038, pp. 20-21 (emphasis added). Conclusion of Law 3 of D.06-12-038 also states that: “Utility studies
should be overseen by Commission staff to assure they are required, cost-effective and conform to Commission
objectives and spending priorities.”
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SCE, PG&E, SoCalGas and SDG&E shall receive written approval
from the Commission’s Energy Division Director or his designee prior
to issuing any request for proposal, awarding any contract to any
consultant or issuing any report for measurement and evaluation
studies for LIEE or CARE programs.

B. The PD’s “Clarification” of Ordering Paragraph 6 Will Undoubtedly Delay the

Implementation of the Low Income Assistance Programs

As currently written, Ordering Paragraph 6 would result in unprecedented micromanagement
by the Commission over the day-to-day operations of the utilities’ low income assistance programs.
SCE is concerned that this Energy Division pre-approval process will have the unintended
consequence of delaying implementation of CARE and LIEE, and thus impeding SCE’s ability to
timely serve its low income customers with much-needed assistance.

SCE is amenable to the Commission’s desire to oversee the M&E process. In fact, the
Commission has assumed the management and contracting responsibilities for certain EM&V studies
for regular energy efficiency programs. There is no reasonable basis, however, for the Energy
Division to review and approve in writing each RFP and associated contracts and reports relating in
any way to CARE or LIEE. These daily responsibilities associated with the operation of CARE and
LIEE belong to the program administrator (SCE) so that it can effectively and efficiently, without
undue delay, deliver important programs to low income customers.*

First, it is impractical for the Energy Division to have such far-reaching oversight over the
day-to-day operations of LIEE and CARE. Conducting a competitive bid process and negotiating the
resulting contract is a time-intensive and time-sensitive exercise, and the Energy Division is already
overburdened by a significant workload. Indeed, the Commission has acknowledged the

Commission’s lack of resources: “Commission staff may not have the resources to tackle all of the

4 In fact, to the extent the IOUs administer their LIEE programs differently (e.g., third party administrators vs. direct
administration) the Energy Division pre-approval process has the potential to inequitably favor one form of
administration over the other. For instance, only one competitive bid process may be required for the selection of a
third party administrator. The third party administrator would then select implementation contractors. These
contracts between a third party administrator and their implementation contractors would not be subject to the pre-
approval by the Energy Division. On the other hand, if the IOU directly administers its program, it may require a
competitive bid process for several aspects of the LIEE program (e.g., purchase of appliances and implementation
contractors).




[measurement and evaluation] studies at this time.”® To illustrate this point, Ordering Paragraph 12
and Conclusion of Law 11 of D.06-12-038 directed SCE to provide an updated LIEE marketing plan
for program years 2007-08 and a proposal for implementing gas measures to Catalina Island in 2007-
08, respectively, by February 15, 2007. SCE timely submitted these proposals (which were 5 pages
or less each) for the Energy Division’s review. Over three months later, SCE still has not received
final written approval to move forward with these proposals.

To the extent the Energy Division requires several months to review and approve an RFP,
review and approve the associated contract and review and approve the resulting reports, the lead
time will have to be significant and/or implementation of the CARE or LIEE programs will be
considerably delayed. SCE understands that the Energy Division already has a significant workload,
and accordingly, SCE is concerned that Commission staff will not be able to timely review and
approve RFPs and associated contracts and reports (relating to each IOU’s low income assistance
programs) that are necessary for the delivery of low income services to customers.

Second, the PD’s seemingly expansive view of Energy Division oversight has the potential to
greatly diminish SCE’s ability to control contract terms that, ultimately, SCE — and not the
Commission — is responsible for adhering to and enforcing. SCE already has in place an internal
organization responsible for managing and overseeing the competitive bid process to ensure that all
applicable rules and procedures are followed. The level of Energy Division oversight suggested by
the PD could lead to recommendations by the Energy Division that fall outside existing best
practices, which could conflict with already Commission-approved practices. This is a concern that
must be fully considered by the Commission before it attempts to exercise the level of operational
control it appears to seek through OP 6 of D.06-12-038.

Third, the basis on which D.06-12-038 relies to oversee the competitive solicitation process
for M&E — to “eliminate any conflict or perception of conflict which occurs when a utility is

responsible to evaluate its own performance” — to SCE’s knowledge, does not exist for contracts

3 D.06-12-038, pp. 20-21.

6 A typical competitive bid process in the context of the low income assistance programs, based on SCE’s previous
experience and under a best case scenario, takes approximately 4 months from start to finish (e.g., preparing the bid
to finalizing the contract). Adding time for Energy Division review will add significant time to this process.
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regarding the day-to-day operations of the low income programs. If there are concerns that the

Commission feels warrant such supervision over the utilities” day-to-day operations, these concerns

must first be articulated and fully vetted, and if necessary, a reasonable, more workable, solution

reached. Neither D.06-12-038 nor the PD articulates such concerns.

I11.

CONCLUSION

For the foregoing reasons, SCE respectfully requests that the Commission modify D.06-12-

038 to read as follows:

Current Ordering Paragraph 6

Proposed Revised Ordering Paragraph 6

SCE, PG&E, SoCalGas and SDG&E shall
receive written approval from the
Commission’s Energy Division Director or his
designee prior to issuing any request for
proposal, awarding any contract to any
consultant or issuing any report for LIEE or
CARE programs.

SCE, PG&E, SoCalGas and SDG&E shall
receive written approval from the
Commission’s Energy Division Director or his
designee prior to issuing any request for
proposal, awarding any contract to any
consultant or issuing any report for
measurement and evaluation studies for
LIEE or CARE programs.

Respectfully submitted,

MICHAEL D. MONTOYA
STACIE SCHAFFER

/s/ STACIE SCHAFFER

By:  Stacie Schaffer

Attorneys for
SOUTHERN CALIFORNIA EDISON COMPANY

2244 Walnut Grove Avenue
Post Office Box 800
Rosemead, California 91770
Telephone: (626) 302-3712
Facsimile: (626) 302-7740

E-mail:

May 29, 2007

stacie.schaffer@sce.com
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/s/ HENRY ROMERO

Henry Romero
Project Analyst
SOUTHERN CALIFORNIA EDISON COMPANY
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Rosemead, California 91770
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ROOM 4102

SAN FRANCISCO, CA 94102-3214
A.06-06-032

RICHARD VILLASENOR
TELACU
12252 MC CANN DRIVE

SANTA FE SPRINGS, CA 90670
A.06-06-032

YOLE WHITING
SAN DIEGO GAS & ELECTRIC COMPANY
8335 CENTURY PARK COURT, CP 12F

SAN DIEGO, CA 92123
A.06-06-032

JASON WIMBLEY

DIVISION CHIEF, ENERGY&ENVIRON
PROGRAMS

DEPT. OF COMMUNITY SERVICES &
DEVELOPMEN

700 NORTH 10TH STREET, ROOM 258

SACRAMENTO, CA 95814
A.06-06-032

MARK SHIRIN
VENTURA TV APPLIANCE CENTER
3619 E VENTURA BLVD

FRESNO, CA 93702-5009
A.06-06-032

DAVE SULLIVAN P.E.
CONSULTING ENGINEER
614 38TH PLACE

FLORENCE, OR 97439-8216
A.06-06-032

FRANCES L. THOMPSON
PACIFIC GAS AND ELECTRIC COMPANY
123 MISSION STREET, RM. 1408 MC H14G

SAN FRANCISCO, CA 95177
A.06-06-032

Donna L. Wagoner

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

AREA 3-C

SAN FRANCISCO, CA 94102-3214
A.06-06-032

JOE WILLIAMS

CEO

RICHARD HEATH AND ASSOCIATES, INC.
590 W. LOCUST AVENUE, STE 103

FRESNO, CA 93650
A.06-06-032

MONTE WINEGAR
PROJECT DIRECTOR
WINEGARD ENERGY
1818 FLOWER AVENUE

DUARTE, CA 91010
A.06-06-032
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DON WOOD
PACIFIC ENERGY POLICY CENTER
4539 LEE AVENUE

LA MESA, CA 91941
A.06-06-032

PETE ZANZOT
SOUTHERN CALIFORNIA EDISON COMPANY
2131 WALNUT GROVE AVENUE

ROSEMEAD, CA 91770
A.06-06-032
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JOSEPHINE WU
PACIFIC GAS AND ELECTRIC COMPANY
PO BOX 770000, MAIL CODE B9A

SAN FRANCISCO, CA 94177
A.06-06-032

JOY C. YAMAGATA
SAN DIEGO GAS & ELECTRIC COMPANY
8330 CENTURY PARK COURT, CP 32D

SAN DIEGO, CA 92123
A.06-06-032



